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PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.
My name is Jennifer A. Clausius and | am the Manager of Pricing and
Regulation with Chesapeake Utilities Corporation (“Chesapeake”). My business

address is 350 S. Queen Street, Dover, Delaware 19904.

DESCRIBE BRIEFLY YOUR EDUCATION AND RELEVANT PROFESSIONAL
BACKGROUND.

| received a Bachelor of Science Degree in Finance from the Pennsylvania State
University in University Park, Pennsyivania in 1994. | received a Masters of
Business Administration Degree from Wilmington College in Wilmington,
Delaware in 2003. | was hired by Chesapeake as a Rate Analyst in February
2001 and promoted to a Rate Analyst Il in October 2002. As a Rate Analyst |
have primarily been involved in the areas of gas cost recovery for the Delaware
and Maryland natural gas distribution divisions, environmental cost recovery,
rate of return analysis, and base rate proceedings for the Delaware and
Maryland natural gas distribution divisions. Additionally, | have worked with cost
of service studies and performed economic analysis related to capital
expenditure projects. | was promoted to Manager of Pricing and Regulation in
August 2005, where | have direct supervision and oversight of the pricing and
regulatory activities for Chesapeake’s Delaware and Maryland Divisions. Prior
to joining Chesapeake, | was employed by Waterhouse Securities, Inc. from
1994 to 1999 as a Registered Representative and then as Assistant Branch

Manager. In these positions | held a Series 7 and Series 8 registration with the
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National Association of Securities Dealers (“NASD”). | was also employed by
AT&T Solutions, Inc. as a Financial Architect from 1999 to 2000. In this position
| worked as an integral member of a sales team, analyzing the financial
profitability of potential business ventures with various large companies. From
2000 to 2001 | was employed by Hospital Billing and Collection Service, Ltd. as
a Financial Analyst. In this position | primarily had various revenue accounting
responsibilities and was also instrumental in the development of the budget

forecast.

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE DELAWARE PUBLIC
SERVICE COMMISSION (“COMMISSION™)?

Yes. | have testified before the Commission during the Delaware Division's
previous Gas Sales Service Rate proceedings, Environmental Rider Rate
proceedings, Franchise Fee proceedings, and its Firm Balancing and

Unaccounted for Gas Cost Methodologies proceeding.

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS
PROCEEDING?

As Manager of Pricing and Regulation for Chesapeake’s Delaware Division
(‘Delaware Division” or the “Company”), | have overall responsibility for the
Delaware Division’s application for a general increase in its natural gas rates and

charges throughout its service territory in Delaware along with the other
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requested changes to its natural gas tariff. My direct testimony consists of the
following subject areas:

l. Need for Rate Relief

I. Organization of Filing

Hl. Identification of Attachments

IV.  Chesapeake Utilities Corporation Organization

V. Net Operating Income

VI.  Capital Structure

VIl.  Overall Return Requirement

VIll. Proposed Interim Rates

IX.  Cost of Service Internal Cost Studies

X. Main Extension Policy

XI. GSR Mechanism

l. Need for Rate Relief

WHAT IS THE PRINCIPLE REASON FOR FILING THIS RATE CASE?

The Delaware Division of Chesapeake Utilities Corporation has been unable to
earn its allowed rate of return for the twelve months ended December 31, 2006,
which is the test year selected by the Company in this proceeding. As indicated
on Minimum Filing Requirement (“MFR”) Schedule No. 1, the actual earned rate
of return for the Delaware Division during the test year was 7.32%. As a result,
the primary reasons for the Company’'s proposed rate increase relate to

increases in the return requirement for gas utility plant investments, a significant
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decline in fixed margin contribution from the Company’s residential, commercial
and industrial firm customer classes, and an increase in taxes and fees. The

major components of the requested rate increase are shown on Schedule C of

- the MFR's.

WHEN DID THE DELAWARE DIVISION LAST IMPLEMENT AN INCREASE IN
BASE RATES OR DELIVERY SERVICE RATES?

The Delaware Division adjusted its delivery service rates on August 1, 2006 and
January 1, 2007 in order to reflect an increase in the PSC Assessment rate from
$0.002 to $0.003 per dollar of revenue earned. However, the most recent base
rate increase was initiated by the Company on August 2, 2001 in Docket No. 01-
307. The Commission granted the Company an increase in base rates of
$380,000 effective with service rendered on and after May 1, 2002, by Order No.
5932, dated April 16, 2002. As part of a Phase Il in Docket No. 01-307, on
October 19, 2001 the Delaware Division filed cost of service studies. On
January 11, 2002 the Delaware Division filed proposed rates for each rate class
based on the results of the cost of service studies, proposed modifications to the
margin sharing mechanism for interruptibie margins, off-system sales margins
and capacity release margins, and a proposed Area Extension or Expansion
Program (“AEP"). The Commission issued its final Order No. 6053 in this docket

on November 19, 2002.
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AS A RESULT OF THESE TWO COMMISSION ORDERS FROM THE
COMPANY'S LAST BASE RATE CASE PROCEEDING, WERE THERE ANY
ISSUES THAT CHESAPEAKE'S DELAWARE DIVISION WAS DIRECTED TO
ADDRESS IN ITS NEXT BASE RATE FILING?

Yes. As a result of the settlement agreement in Phase | of Docket No. 01-307
and Commission Order No. 5932, Chesapeake’s Delaware Division was directed
to file a lead lag study in support of any cash working capital allowances to be

included in rate base.

ARE THERE ANY OTHER COMMISSION ORDERS CQNTAINING ISSUES
THE COMPANY COULD ADDRESS IN ITS NEXT BASE RATE FILING?

Yes. In PSC Docket No. 05-322, the Delaware Division filed a request for an
alternative rate design and rate structure in order to serve potential customers
located in eastern Sussex County, Delaware. In that docket, the Company had
filed a request with the Commission for approval to place the proposed rates into
effect on a temporary basis, subject to refund, pending the completion of that
proceeding. On February 27, 2007, in Order No. 7137, the Commission denied
the Company’s request; however, it granted the Delaware Division approval to
include its proposed alternative rate design and rate structure as part of the

overall rate design in its next base rate proceeding.

ARE THERE ANY OTHER ISSUES?
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Yes. As part of the settlement agreement pending before the Commission in the
Company’s most recent Gas Sales Service Rate (“GSR") proceeding, PSC
Docket No. 06-287F, the parties agreed to address the Company’s margin

sharing and unaccounted for gas mechanisms in the next base rate proceeding.

HAS CHESAPEAKE'S DELAWARE DIVISION COMPLIED WITH THE
REQUIREMENTS OF THESE PRIOR COMMISSION ORDERS AND THE GSR
SETTLEMENT AGREEMENT IN THIS BASE RATE APPLICATION FILING?

Yes. The Delaware Division has completed a lead-lag study in support of cash
working capital. This study was performed by Kathryn McVay and the results
are included in her testimony. Additionally, the Delaware Division is proposing
an alternative rate design and rate structure for eastern Sussex County,
Delaware. This proposal is contained in the testimony of Jeffrey Tietbohl.
Finally, the Company has proposed modifications to its margin sharing

mechanism as outlined in the testimony of Jeff Householder.

WHAT IS THE TEST YEAR AND TEST PERIOD THAT THE COMPANY
PROPOSES TO UTILIZE IN THIS PROCEEDING?
The proposed test year is the twelve months ended December 31, 2006 and the

test period is the twelve months ending March 31, 2007, as adjusted.
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Ii. Organization of Filing
PLEASE EXPLAIN HOW THE DELAWARE DIVISION'S RATE APPLICATION

FILING IS ORGANIZED.

The Company’s rate application filing is contained in three (3) separate
notebooks or volumes. Notebook 1 of 3 contains the Company’s base rate
application, briefing sheet, the proposed interim natural gas tariff, a redlined
version of the proposed interim tariff, the full proposed tariff, a redliined version

of the Company’s full proposed tariff and the Minimum Filing Requirements.

Notebook 2 of 3 contains the pre-filed direct testimonies and attachments of

witnesses Jennifer A. Clausius, Jeffrey R. Tietbohl, Matthew Dewey, Kathryn G.
McVay, Joseph D. Steinmetz, Paul R. Moul, and Paul M. Normand on behalf of
Chesapeake Utilities Corporation-Delaware Division. Notebook 3 of 3 contains
the pre-filed testimony and attachments of witness Jeff Householder on behalf of

Chesapeake. The Company is presenting a total of eight witnesses in this

| proceeding, including myself. Mr. Jeffrey R. Tietbohl, Director of Natural Gas

Distribution for Chesapeake's Delaware and Maryland Divisions will be
presenting testimony outlining the anticipated short-term and long-term business
plans of the Delaware Division as its relates to transportation service and gas
sales service options for consumers. He will also be addressing the Company’s
proposed alternative rate design for current and potential residential customers
in eastern Sussex County, Delaware. Mr. Matthew Dewey, Director of Business
Unit Accounting, primarily addresses the Company’s cost accounting settlement

processes and is responsible for forecasting the Delaware Division's operating
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and maintenance expenses for the Test Period. Ms. Kathryn G. McVay, an
independent consultant, addresses the projected Test Period rate base utilized
in this filing as well as the lead lag study performed to support cash working
capital. Mr. Joseph D. Steinmetz, Director of Financial Reporting, provides
support for the income taxes included in the cost of service and deferred income
taxes included in the rate base. Mr. Paul R. Moul, a management consultant on
cost of capital, demonstrates that a reasonable return on equity in this
proceeding is 11.50% with an overall rate of return of 9.68%. Mr. Paul
Normand, a management consultant on depreciation, will be presenting the
results of the Company’s depreciation study. Mr. Jeff Householder, a regulatory
consultant, will be presenting the Company’s proposed aggregated
transportation program, its proposed rate classes and rate design, its proposed
revenue normalization mechanism as well as supporting the proposed natural

gas tariff.

lll. Identification of Attachments
DO YOU SPONSOR ANY ATTACHMENTS IN SUPPORT OF YOUR
TESTIMONY?
Yes, | do. All of the Minimum Filing Requirement Schedules included with the
Company'’s application were prepared under my direction and supervision and
are based upon information derived from the books and records of the

Company. Attachment JAC-1, consisting of one page, is a summary of

‘Chesapeake Delaware Division's Revenue Requirement in this proceeding and
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shows the adjustments made to net operating income to arrive atthe Company’s
Test Period revenue deficiency. Attachment JAC-2, consisting of two pages,
provides a summary of the Delaware Division’s interim rate derivation in this
application based on the Company’s revenue deficiency outlined in Attachment
JAC-1 and the Company'’s current rate classes. Attachment JAC-3, consisting
of four pages, contains the Company's proposed pre-determined conditions and

variabies for its main extension policy.

IV. Chesapeake Utilities Corporation Organization
PLEASE DESCRIBE CHESAPEAKE UTILITIES CORPORATION’S

ORGANIZATIONAL STRUCTURE.

Chesapeake Utilities Corporation is a diversified utility company engaged in
natural gas distribution, transmission and marketing, propane distribution and
wholesale marketing, and advanced information services.

Chesapeake’s natural gas distribution operations serve approximately 59,100
residential. commercial and industrial customers in Delaware, Maryland and
Florida. In Delaware and Maryland, it operates as Chesapeake Utilities
Corporation. The Delaware Division serves southern New Castle County and is
the only natural gas distribution system serving Delaware's Kent and Sussex
counties. The Maryland Division operates the only natural gas distribution
system, with the exception of one municipal system, on Maryland’s Eastern
shore. In Fiorida, Chesapeake operates as Central Florida Gas (“CFG"), serving

residential, commercial and industrial customers in four counties and

9
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commercial and industrial customers in nine additional counties. Chesapeake’s

natural gas marketing subsidiary, Peninsula Energy Services Company, Inc.

(“PESCQ”), markets natural gas to commercial and industrial customers

throughout the state of Florida. The relative size of the operations in each of the

jurisdictions is shown in the following table that provides deliveries and average

number of customers for the year 2006.

Chesapeake Utilities Corporation Natural Gas Distribution

For the Year 2006

Deliveries in MMcf Total Delaware
Firm:

Residential 2,460 1,685
Commercial & Industrial 1,912 1,365
Transportation 15,910 344
Interruptible: — 866 483
Total Deliveries 21,148 3.877
Number of Customers Total Delaware
Firm:

Residential 53,198 30,372
Commercial & Industrial 4 688 2,988
Transportation 1,102 17
Interruptible: 120 89
Total Customers 59,108 33.466

10

Maryland

481
547
144

Maryland

10,163
1,700
18

Florida

294
0
15,422

Florida

12,663
0
1,067
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Chesapeake’s natural gas transmission subsidiary, Eastern Shore Natural Gas
Company (‘ESNG”), operates an interstate pipeline system that transports
natural gas through interconnects with two upstream interstate pipeline systems
in southeastern Pennsylvania and northern Delaware. The pipeline transports
and delivers natural gas through 366 miles of transmission pipeline to
Chesapeake’s Delaware and Maryland Divisions, as well as four non-affiliated
local distribution companies, three electric generation customers and 12
industrial customers located in Delaware, the Eastern Shore of Maryland and
Pennsylvania. Eastern Shore Natural Gas Company is regulated by the Federal
Energy Regulatory_Commission (“FERC").

Based in Salisbury, Maryland, Chesapeake's wholly owned propane distribution
subsidiary, Sharp Energy, Inc., distributes propane to approximately 33,300
residential, commercial and industrial customers in Delaware, Maryland, Virginia,
Pennsylvania and Florida. Chesapeake's propane marketing subsidiary, Xeron,
Inc., based in Houston, Texas, markets propane to large independent oil and
petrochemical companies, resellers and propane distribution companies located
in the southeastern region of the country.

BravePoint. Chesapeake’s wholly owned advanced information services
business, is headquartered in Norcross, Georgia. BravePoint provides domestic
and international clients with information technology-related business services

and solutions for both enterprise and e-business applications.

11
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Q.

Chesapeake’s other subsidiaries include Skipjack, Inc. and Eastern Shore Real
Estate, Inc., which both own and lease property, primarily to affiliates of

Chesapeake.

V. Net Operating Income
WHAT ARE THE COMPONENTS OF THE DELAWARE DIVISION'S NET

OPERATING INCOME (“NOI") FOR THE TEST YEAR ENDED DECEMBER 31,
20067
Net Operating Income for the Test Year is comprised of actual results of
operations for the twelve month period ended December _31 . 2006 and is shown
on MFR Schedule No. 3 as follows:

Operating Revenues

Operating Expenses

Interest on Customer Deposits

Taxes Other Than Income

Net Operating Income

Total Operating Taxes

Net Operating income

Allowance for Funds Used During Construction

Net Income Available for Return

ARE THE COMPONENTS THE SAME FOR THE TEST PERIOD ENDING

MARCH 31, 20077

12
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Yes, the components in NOI for the Test Year ended December 31, 2006 are

the same for the Test Period ending March 31, 2007.

ARE THERE ANY DIFFERENCES IN THE METHODOLOGY USED IN
CALCULATING THE TEST YEAR AND TEST PERIOD NET OPERATING
INCOME?

Yes. The Test Year ended December 31, 2006 NOI was based upon an actual
twelve-month experience. The Test Period ending March 31, 2007 NOI was
determined by adjusting the Test Year amounts to annualize costs for known
and measurable changes in an effort to properly match expenses with sales
during the period in which the proposed rates will be in effect, and to properly

reflect transactions as they would be expected to occur in a “normal year.”

PLEASE EXPLAIN HOW THE DELAWARE DIVISION'S TEST PERIOD
OPERATING REVENUES, AS SHOWN IN MFR SCHEDULE 3-A, WERE
CALCULATED.

As shown on Schedule No. 3-A-1, Test Year heat sensitive firm revenues have
been adjusted to reflect sales levels expected in a normal degree day year and
also adjusted to reflect the number of customers projected to be on the
distribution system at the end of the Test Period. The determination of a normal
degree day year is based upon weather data for a ten-year average of degree
days for the months of January 1996 through December 2006. Interruptible
sales levels for Propane Parity Service, No. 2 Fuel Oil Parity Service, and No. 6

13
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Fuel Oil Parity Service were adjusted on an individual customer basis using
historical sales levels. The Company is also proposing a minimum usage
requirement for its interruptible customer rate schedule of 100,000 Ccf annually,
therefore all current interruptible customers using less than 100,000 Ccf

annually, were moved to a firm rate class.

WHAT ABOUT OFF-SYSTEM SALES CUSTOMERS?

As discussed further in the testimony of Jeff Householder, the Delaware Division
will no longer be providing an off-system sales service to customers, therefore all
margins associated with these transactions have been eliminated from the Test

Period.

IS THE DELAWARE DIVISION PROPOSING ANY CHANGES TO ITS RATE
SCHEDULES?

Yes. As described in greater detail in the testimony of Jeff Householder, the
Delaware Division is proposing several changes to its rate schedules. MFR
Schedule E and Schedule 3-A are included at both the Company's current and
proposed rate schedules. The Company determined which proposed rate
schedule to move its customers into based on actual consumption per customer

for the twelve months ended December 31, 2006.

WERE THERE ANY ADJUSTMENTS DUE TO CUSTOMERS MOVING

BETWEEN THE EXISTING RATE CLASSES?

14
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Yes. An additional adjustment has been made to reflect one hundred and sixty-
five (165) firm customers moving to firm transportation service, resuiting in a
reduction in gas cost revenue. These adjustments will be further addressed in

the rate design testimony of Mr. Householder.

PLEASE EXPLAIN HOW THE DELAWARE DIVISION'S TEST PERIOD
OPERATING EXPENSES WERE CALCULATED AS SHOWN ON SCHEDULE
3-B.

A summary of Test Period adjustments made to operating expenses and net
operating income is provided on the Revenue Requirement summary schedule
provided in Attachment JAC-1 and more thoroughly documented in the Direct

Testimony of Mr. Matthew Dewey.

DID THE DELAWARE DIVISION INCLUDE ANY PROPOSED CHANGE IN THE
DEPRECIATION RATES IN THIS PROCEEDING?

Yes. As mentioned previously in my testimony, a depreciation study was
completed by Management Applications Consulting and the rates derived as a

result of that study are included in this filing.

HOW WERE REGULATORY COMMISSION EXPENSES CALCULATED FOR
THIS FILING?
Chesapeake estimates its cost of filing this rate case at approximately $428,000.

This estimate is based on actual expenses from the Company’'s most recent

15
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case, with an upward adjustment due to the complexity of the issues contained
in this application. Chesapeake also included doliars related to Reguiation
Docket No. 59 dealing with Commission policy decisions on revenue decoupling,
which is pending. These costs were assumed to be amortized over a five-year
period along with normal regulatory expenses, in which a five-year average was
inciuded. In addition, included in regulatory expense are dollars associated with
prior proceedings which have been deferred until Chesapeake’s next base rate
proceeding, as mentioned earlier in my testimony. These include the
Company’s prior Gas Supply Plan review, Hedging Program review, Alternative
Rate Des_ign docket, as well as an under collection resulting from Chesapeake’s
change in delivery service- rates from August 1, 2006 through December 31,
2006 to collect the incremental PSC Assessment from its customers. These
costs are assumed to be amortized over a three-year period. Overall, this

results in an adjustment to Regulatory Commission Expense of $66,771.

VI. Capital Structure
HOW WAS THE PROPOSED TEST PERIOD CAPITAL STRUCTURE

DETERMINED?

The proposed Test Period capital structure Is based upon the estimated long-
term debt balances and effective cost rates and Common Equity balance at
March 31, 2007 for Chesapeake Utilities Corporation. This is comprised of

38.19% Long-Term Debt and 61.81% Common Equity.
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WHAT IS THE DELAWARE DIVISION'S PROPOSED OVERALL RATE OF
RETURN IN THIS PROCEEDING?
As shown below and on Schedule No. 4, the Delaware Division proposes an

overall rate of return of 9.68% for the Test Period.

Effective Weighted
Ratio Cost Rate  Cost of Capital
Long-Term Debt 38.19% 6.74% 2.57%
Common Equity 61.81% 11.50% 7.11%
Total Cost of Capital 100.00% 9.68%

Mr. Paul R. Moul testifies that the appropriate cost of Common Equity for the
Delaware Division in this proceeding is 11.50%, with the Company's proposed
Revenue Normalization Mechanism. The effective long-term debt cost rate

utilized is for Chesapeake Utilities Corporation at March 31, 2007.

VIl. Overall Return Requirement
WHAT IS THE PROPOSED RETURN REQUIREMENT FOR THE DELAWARE

DIVISION IN THIS BASE RATE PROCEEDING?

" As shown on Schedule No. 1, the proposed Test Period return requirement is

$4 203,034. This is based upon a Test Period rate base of $43,419,770 and a
proposed overall rate of return of 9.68%. The Company is proposing to increase

its revenue by $1,895,668, or approximately 3.25% of total Test Period operating
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revenue to achieve the forecasted return requirement. The detail behind this

calculation is included herein as Attachment JAC-1.

VIIl. Proposed Interim Rates

WHAT GENERAL GUIDELINES DID THE COMPANY FOLLOW N DESIGNING
ITS PROPOSED INTERIM RATES?

The Company is proposing to design its interim rates based upon the full
revenue deficiency amount of $1,895,668 and based on its current rate classes.
For Chesapeake’s Delaware Division, according to the Delaware statute under
Del. C. §306(c) the maximum amount of revenue allowed under bond is
$2.500,000. Chesapeake’s Delaware Division, as demonstrated on Attachment
JAC-2, spread this interim rate increase equally to all firm rate classes based on
their Delivery Service revenue. Please see Attachment JAC-2 for a summary of
the rate derivation and proposed natural gas tariff rates. The Company is
proposing these interim rates to become effective with service rendered on and

after September 4, 2007 pursuant to 26 Del. C. §306(c).

IS THE COMPANY SUBMITTING A COST OF SERVICE STUDY IN SUPPORT
OF THIS BASE RATE APPLICATION?
Yes. Cost of service studies, both at the current and proposed rate classes, are

included in this filing and are outlined in the testimony of Mr. Jeff Householder.
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IX. Cost of Service Internal Cost Studies

DID THE COMPANY PERFORM ANY INTERNAL COST STUDIES RELATED
TO ITS COST OF SERVICE?

Yes. The Company performed several internal cost studies in deriving the
external and internal allocators referenced in its cost of service studies. These
internal costs studies were performed assuming both the Company’s current
rate classes as well as Chesapeake's proposed rate classes. The data inciuded
in the cost studies corresponds to the Test Year and Test Period information
used in this proceeding. It includes items such as an analysis of plant data by

account, operating costs, sales revenue as well as customer usage details.

X. Main Extension Policy
IS CHESAPEAKE PROPOSING ANY CHANGES TO ITS MAIN EXTENSION

POLICY IN THIS FILING?

Yes. Chesapeake instituted its current main extension policy for residential
developments with main extensions over 500’ on a trial basis as a result of the
settlement agreement in PSC Docket No.97-72T, Remand. The parties to that
docket then agreed to address Chesapeake’s Main Extension Policy as part of
the Company’s proposed alternative rate design and rate structure docket, PSC
Docket No. 05-322. With the Company proposing to combine the proposals
raised in that docket, with the items contained in this case, Chesapeake is

proposing modifications to its Main Extension Policy in this docket. Included is
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Attachment JAC-3, which is a redlined and clean draft of the Pre-Determined
Conditions and Variables for the Internal Rate of Return Model (“IRRM”) that the
Company is proposing. At this time, Chesapeake is not proposing any changes
to the six times test used for commercial and industrial economic analyses as
well as the conversion of residential developments and residential developments

with main extensions of less than 500'.

XIl. GSR Mechanism
WHAT CHANGE IS THE COMPANY PROPOSING TO ITS GSR MECHANSIM?
As mentioned in further detail in the testimony of Jeff Householder, Chesapeake
is proposing to modify its GSR charge from a separate rate schedule contained
in its natural gas tariff to a clause referenced on the rate schedules for
residential customers and general sales customers. As far as the actual
mechanism itself, Chesapeake is proposing to eliminate the muitiple GSR

charges currently in effect and institute a single system average rate.

WHY 1S CHESAPEAKE PROPOSING TO ELIMINATE ITS MULTIPLE GSR
CHARGES?

As a result of the Company's proposed aggregated transportation program,
Chesapeake anticipates an increase in the number of customers choosing to
purchase natural gas from a third-party supplier instead of through the
Company’s GSR mechanism. Additionally, the Company is proposing to

eliminate the majority of the rate classes that are served by separate GSR
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charges. For these reasons, the Company no longer feels it is reasonable to

continue to retain three separate GSR charges for its remaining customers.

IS THE COMPANY PROPOSING ANY CHANGES TO THE WAY ITS GSR
CHARGE IS CALCULATED?

No. The Company is not proposing any changes to the methodology of the
calculation of the projected gas costs; the Company is merely proposing to

eliminate the multiple charges in favor of a single system average rate.

IS THE INFORMATION SET FORTH IN ATTACHMENTS JAC-1, JAC-2, and

JAC-3 TRUE AND CORRECT TO THE BEST OF YOUR KNOWLEDGE AND
BELIEF?

Yes, it is.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.

21




DATED: JULY 6, 2007

STATE OF DELAWARE )

COUNTY OF KENT )

AFFIDAVIT OF JENNIFER A. CLAUSIUS

JENNIFER A. CLAUSIUS, being first duly sworn according to law, on oath deposes
and says that she is the witness whose testimony appears as the “Direct Testimony of
Jennifer A. Clausius, on behalf of Chesapeake Utilities Corporation, Delaware Division;"
that, if asked the questions which appear in the text of the direct testimony, she would give

the answers that are therein set forth; and that she adopts this testimony as her sworn

direct testimony in these proceedings.

o A Clowsias
J niferi”blausius

Then personally appeared this 6th day of July 2007, the above-named Jennifer A.

me,
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Attachment JAC-3

CHESAPEAKE UTILITIES CORPORATION 1ot4

DELAWARE DIVISION
PSC DOCKET NO. 97-72T — EXTENSION POLICY
. (Modified in PSC Docket NO. 07- )

PREDETERMINED CONDITIONS AND VARIABLES FOR THE “IRRM”

A. Number of Customers

The estimated number of residential heating customers will be based on the
number of lots in a new residential subdivision that have been approved for
development by the appropriate local, county, or state government authority
responsible for approving such residential subdivision projects. At its discretion,
the Company may include less than the total number of approved lots in such
residential subdivision. The estimated number of customers will be phased-in
over a period not to exceed ten years when the number of approved lots is less
than or equal to 750. The estimated number of customers will be phased-in over
a period not to exceed fifteen years when the number of approved lots is greater
than 750. The Company may combine more than one residential subdivision in
the same analysis in the event that more than one residential subdivision has
been approved for development and can be reached by the Company through its
distribution main installation.

B. Annual Non-Fuel Revenue Per Customer

. The estimated annual average non-fuel revenue per residential customer will be
based on the revenue normalized margin per customer approved by the
Commission in PSC Docket No, 07-  , depending upon the estimated rate
class for the customers in the residential subdivision. For residential subdivisions
located within the expansion rate area, the estimated annual average non-fuel
revenue will be the revenue normalized margin per customer of the Eastern
Sussex Rider. |

C. Distribution Main Installation

The estimated construction costs relative to the distribution main line extension
and the new residential development main will be determined based upon the
specific cost estimates for these particular mains on a project-by-project basis.
The entire cost of the distribution approach main for a project will be included in
the first year of the project, however the development main for a given residential
subdivision(s) will be included consistent with the developer’s proposed phase-in
of the residential subdivision(s).

D. Service Installation and Meter Installation

The estimated construction costs relative to the instaliation of the service line and
the meter set will be established based upon the Company’s current cost of an
. average size service line and meter set for a typical residential service. The
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CHESAPEAKE UTILITIES CORPORATION

DELAWARE DIVISION
PSC DOCKET NO. 97-72T - EXTENSION POLICY
. (Modified in PSC Docket NO. 07- )

PREDETERMINED CONDITIONS AND VARIABLES FOR THE “IRRM"

Company will provide the Commission Staff with any updated cost information
relative to a typical service installation and meter installation to be used in the
IRRM by March 1 of each year.

E. Operations and Maintenance Expenses

The estimated operations and maintenance expenses contained in the IRRM for
a particular main line extension project will be based on a 3-year average of
variable costs on a per customer basis for the most recent three calendar years
uniess the 3-year average is inconsistent with the particular extension project, in
which case the most current year variable cost per customer will be utilized. The
Company will provide the Commission Staff with any updated cost information
relative to the operations and maintenance expenses per customer to be used in
the IRRM by March 1 of each year.

F. Book Depreciation Life for Mains

. The book depreciation life for mains for proposes of the IRRM will be based on
the most recent Commission approved depreciation rate at the time of the
economic analysis.

G. Capital Structure

The capital structure and associated rate of return for a given capital project will
be based on the Company’s capital structure, cost of equity capital, and the cost
of long term debt approved in the Company’s most recent base rate proceeding
before the Commission. The Company does have the ability, at its discretion, to
make certain main extensions that do not meet the Company’s authorized rate of
return, provided the projected return on equity exceeds 9.00%.




CHESAPEAKE UTILITIES CORPORATION
DELAWARE DIVISION
PSC DOCKET NO. 97-72T — EXTENSION POLICY
{Modified in PSC Docket NO. 07- )

PREDETERMINED CONDITIONS AND VARIABLES FOR THE “IRRM”

A. Number of Customers

number of lots in a new residential subdivision that have been approved for
development by the appropriate local, county, or state government authority
responsible for approving such residential subdivision projects._At its discretion
the Company may include less than the total number of approved lots in such
residential subdivision. The estimated number of customers will be phased-in

than or equal to 750. The estimated number of customers will be phased-in over

a period not to exceed fifteen years when the number of approved lots is greater ..

than 750. The Company may combine more than one residential subdivision in
the same analysis in the event that more than one residential subdivision _has

been approved for development and can be reached by the Company through jts .-
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distribution main installation,,

B. Annual Non-Fuel Revenue Per Customer

Commission in PSC Docket No, 07- . depending upon_the estimated rate
class for the customers in the residential subdivision. For residential subdivisions *,

located within the expansion rate area, the estimated annual average non-fuel
revenue will be the revenue normalized margin per customer of the Eastern
Sussex Rider.

C. Distribution Main Installation

Jhe estimated construction costs relative to the distribution main line extension

and the new residential development main will be determined based upon the

specific cost estimates for these particular mains on a project-by-project basis.
The entire cost of the distribution approach main for a project will be included in
the first year of the project, however the development main for a given residential
subdivision(s) will be included consistent with the developer's proposed phase-in
of the residential subdivision(s).

D. Service Installation and Meter Installation

The estimated construction costs relative to the installation of the service line and
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the meter set will be established based upon the Company’s current cost of an
average size service line and meter set for a typical residential service. The
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CHESAPEAKE UTILITIES CORPORATION
DELAWARE DIVISION
PSC DOCKET NO. 97-72T — EXTENSION POLICY
(Modified in PSC Docket NO. 07- )

PREDETERMINED CONDITIONS AND VARIABLES FOR THE “IRRM”

Company will provide the Commission Staff with any updated cost information
relative to a typical service installation and meter installation to be used in the

E. Operations and Maintenance Expenses

The estimated operations and maintenance expenses contained in the IRRM for
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a particular main line extension project will be based on a 3-year average of
variable costs on a per customer basis for the most recent three calendar years
unless the 3-year average is inconsistent with the particular extension project, in
which case the most current year variable cost per customer will be utilized. The
Company will provide the Commission Staff with any updated cost information
relative to the operations and maintenance expenses per customer to be used in
the IRRM by March 1 of each year,

F. Book Depreciation Life for Mains
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The book depreciation life for mains for proposes of the IRRM wil| be based on ...
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the most recent Commission approved depreciation rate at the time of the
economic analysis.

G. Capital Structure

The capital structure and associated rate of return for a given capital project will __..--

be based on the Company’s capital structure, cost of equity capital, and the cost
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of long term debt approved in the Company’s most recent base rate proceeding ..

before the Commission. The Company does have the ability, at its discretion, to

make certain main extensions that do not meet the Company’s authorized rate of
return, provided the projected return on equity exceeds 9.00%.
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